Risk Arbitrage
Hedge funds following this strategy simultaneously investment in both companies involved in a merger or acquisition. In a typical trade the fund is long the stock of the company being acquired and short the stock of the acquirer.
Multi-Strategy
This strategy involves investing in various event driven strategies in response to market opportunities.
In addition to the above subcategories, a popular strategy is to invest in Regulation D companies, i.e. micro and small capitalization companies that are raising money in private capital markets.
Fixed Income Arbitrage
This strategy seeks to exploit from price anomalies between interest rate securities in global fixed income markets.
Global Macro
Global macro hedge funds have the broadest investment universe and invest in any of the world's capital or derivative markets on a discretionary basis.
Long/Short Equity
This strategy involves equity investing on both the long and short sides without necessarily being market neutral. Most long/short equity hedge funds maintain a net long position, thus, their performance usually correlates with traditional mutual funds.
Managed Futures
Managed futures managers, which are usually referred to as Commodity Trading Advisors (CTAs), trade listed financial and commodity futures contracts either on a systematic or an discretionary basis.
Additional Exhibits
iii Exhibit I.1: This table shows Fung-Hsieh factor loadings (β's) of various DJCS hedge fund styles (standard errors in parenthesis). , and * indicate significance at the 1%, 5%, and 20% levels, respectively.
x Exhibit I.8: Impulse response functions of equity and foreign exchange illiquidity and volatility to further risk factors. 
